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STATE P U S  under TITLE X I X  OF THE social security ACT 
medical assistance PROGRAM 

S t a t e  of  maryland 

Payment � o r  medicalandRemedial Care and Services.  

1. 	 Reimbursementandpayment c r i t e r i a  w i l l  bees tab l i shedwhich  are designed 

t o  e n l i s t  p a r t i c i p a t i o n  o f  a s u f f i c i e n t  number of  p rovidersof  services i n  

theProgram s o  t h a te l i g i b l ep e r s o n sc a n  receive themedical  care and ser­

vices i n c l u d e di nt h eP l a n  a t  least  t ot h ee x t e n tt h e s e  are a v a i l a b l e  t o  

thegenera lpopula t ion .  

2. 	 Payments f o r  care o r  service w i l l  no texceedtheamountsindica tedinpara­

graphs 4 ,  5,  6 ,  and 7 belowand p a r t i c i p a t i o n  i n  t h e  program will b el i m i t e d  

top rov ide r so f  service who accept  as payment i n  f u l l  t h e  amounts so pa id .  

3 .  	 The S i n g l e  S t a t e  Agency w i l l  takewhatevermeasures are n e c e s s a r yt oa s s u r e  

a p p r o p r i a t e  a u d i t  of recordswhereverreimbursement i s  basedoncost of pro­

v i d i n g  care o r  service, o r  f e e  p l u s  c o s t  o f  materials. 



Attachment 4 . 1 9  A & B 

Page 2 

4 .  	 I n p a t i e n tH o s p i t a lS e r v i c e s .  

I n  1 9 7 7 ,  The MarylandmedicalAssistanceProgram was grantedan 

i n i t i a l  w a i v e r  by theDepartment of Heal th ,Educat ionand&elfare  


(now theDepartment o f  healthand Human S e r v i c e s )i n  o r d e r  t o  


p a r t i c i p a t e  i n  a " h o s p i t a lp r o s p e c t i v er a t es e t t i n ge x p e r i m e n t " ,  


whereintheProgramwouldreimburseforinpat ienthospi ta lservices  


a tprospec t ivera tesrev iewedandapproved  by theMarylandHealth 


ServicesCost  ReviewCommission (HSCRC) ins teadofra tesdeveloped  


us ingpr inc ip l e scon ta inedinFede ra landS ta t eregu la t ions .  The 


i n i t i a l  w a i v e r  was g ran ted  f o r  a one-yearperiodandhasbeen 


renewedon a y e a r l y  basis .  The most cur ren twaiver  was i s sued  in 


1983, 


X copy of  t h el e t t e rg r a n t i n gt h ei n i t i a lw a i v e ra n d  a copy of 

themostcur ren twaiverareinc ludedinth isAt tachment  as page 1 4 ,  

andpages 1 7 - 2 1 .  

a .  	 A l l  hosp i t a l sloca tedinMary landwhichpa r t i c ipa t einbo ththe  

ProgramandtheMedicareExperiment(undertheaforementioned 

w a i v e r ) ,e x c e p tt h o s el i s t e di n  4 b. below, w i l l  charge  and be 

re imbursedaccord ingtora tesapproved  by t h e  HSCRC, pursuant 
t o  HSCRC r e g u l a t i o n s ,e x c e p tt h a t  payment forapproved  

., . 

a d m i n i s t r a t i v ed a y s  will beaccord ingto :  (1) A p r o j e c t e d  

averageMedicaidnursing home payment r a t e ,  o r  ( 2 )  I f  t h e  

h o s p i t a l  has a u n i t  which i s  a s k i l l e d  n u r s i n g  f a c i l i t y ,  a ra te  
which is  t h el e s s e ro ft h a td e s c r i b e d  i n  (1) o r  thea l lowab le  

c o s t  i n  e f f ec tunde rmed ica refo rex tendedca rese rv icesto  

p a t i e n t so fs u c hu n i t .  Under t h i ss y s t e m ,a l lp a r t i c i p a t i n g  

h o s p i t a l s  a r e  r e q u i r e d  t o  s u b m i t  data onbase and budget$ 

years, u s i n g  a uniformaccount ingandreport ingsystem. Rates, 
areapproved f o r  u n i t s  of s e r v i c e  i n  t h e  v a r i o u s  revenue 

r! 
; 
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disproportionate Share Payments 


A disproportionate share payment for hospital serving a disproportionate 
share of low Income patients (DSH) shall be implemented in the following 
manner : 

A .  A Maryland hospital shall be deemed a disproportionate share hospital for 
purposes of a disproportionate share payment if: 

1. The hospital’s Medicaid (Title XIX) inpatient utilization rate as 

defined In section 1923 (b) (2)is at least one standard deviation above the 

mean medicaid (Title XIX) inpatient utilization rate for Maryland hospitals

that are Medicaid providers;or 


2. The hospital’s low-income utilization rate, as defined in section 

1923(b)(3), exceeds twenty-fivepercent (25%); and 


3. The hospital has at least two obstetricians who have staff 
privileges at the hospital and who have agreed to provide obstetrical services 
to individuals who are entitled to Medical Assistance for such services under 
Maryland Medicaid’s State Plan, exceptthat the requirements of A ( 3 )  shall not 
apply to a hospital if: 

a. 	 Inpatients are predominantly individuals under 

18 years of age; or 


b. It did not provide non-emergency obstetric 
services as of December 2 2 ,  1987; and 

4 .  The hospital‘s Medicaid inpatient utilization rate is not less than 
1 percent. 

B. disproportionate Share Payments for Disproportionate Share Hospitals 


1. For acute care general, free-standing chronic care, and free­

standing pediatric-rehabilitation hospitals, the disproportionate share 

payment rate shall equalthe minimum DSP required by federal law. 


For these “types“ ofhospitals not governed by the Maryland Medicare 

Waiver, additional adjustment payments in the amount described above shall be 

made. For these “types“ of hospitals governed by the Maryland Medicare Waiver, 

rates set in accordance with the Maryland Waiver already include
the DSP, and 

no additional payment willbe made. 


TN# 95-06 Approval Date MAY 2 3 19%. 
Supersedes TN# 7 3  - 7 Effective Date /d///? c/ 
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c .  For f r ee - s t and ing  rehabilitation h o s p i t a l sw i t h  charit>-c a r e  
I n p a t i e n t  c o s t s  exceeding 20  percent  of t o t a li n p a t i e n th o s p i t a lc o s t s .t h e  
d i s p r o p o r t i o n a t es h a r e  payment s h a l le q u a lt h eg r e a t e r -o f :t h eh o s p i t a l ' s  
annual low income" cos t sd iv ided  b>. i t s  annualinpat ientmedicaid 
Costs (!LA), minus o n e .a l lm u l t i p l i e d  b>- i t s  inpa t ien tmedica id  payments 
(>l.-IP)( \LAP) ; o r  the minimum requ i r ed  by f e d e r a l  law. 

d .  For  f r e e - s t a n d i n gr e h a b i l i a t i o nh o s p i t a l sw i t hc h a r i t yc a r e  
i n p a t i e n t  costs l e s s  thanorequa lto  2 0  percent  of t o t a l  i n p a t i e n t  
hosp i t a lcos t sthed i sp ropor t iona tesha re  payments s h a l le q u a lt h e  minimum 
required b!- f e d e r a l  law. 

Consis ten twi th  4 2  C . S  . C .  13C)br-4, "lowincome" hosp i t a lcos t sequa l  
the  sum of  ( 1 )  a h o s p i t a l ' si n p a t i e n tm e d i c a i dc o s t s ;  ( 2 )  i ts  s t a t e  and 
loca lgovernmentinpa t ien tcashsubs id ies ;and  ( 3 )  i t s  c h a r i t yc a r e  
i n p a t i e n t  costs. medica id"cos ts"sha l l  be  deemed t o  equalmedicaid 
payments by themedicaidprogram. 

c h a r i t y  c a r e  i n p a t i e n tc o s t s "  'means h o s p i t a lc o s t st h a ta r en o t  
reimbursedthroughan>-patient (-)I' th i rdpar tyreduced  b>- t he  amountof 
g i f t s ,r e s t r i c t e dg r a n t s  01- income from endowmentst Thirdpart>-payments 
includemedicaidpayments f o r  t h ec o s t  o f  c a r e .  butdonotinclude 
disproport ionatesharepayments .  

"S ta teand  local governmentinpat ientcashsubsidies"  means the  
payments f o rh o s p i t a l  costs from S t a t eo r  Local governmenthealthagencies 
t h a t. I r e  not intended as reimbursement f o r  c o s t s  d i r e c t l y  a s s o c i a t e d  w i t h  
p a r t  particular pa t ien ts .bu tareprovided  more g e n e r a l l yf o ro p e r a t i n gc o s t s  of 
t h ei n s t i t u t i o n .  Such s u b s i d i e s  do not includemedicaidpayments or 
disproportionate t ion..lte share payments. 



LI = L o u  income costs in  mostrecent lu l l  fiscal year  determined in advance 
of cachfiscalyear lor FY 1994 andsubsequentyears. (For FY 1993. FY 
1991 data will be used) 

.MA = MedicalAssistancepayments in mostrecent lu l l  fiscal year. 
determined in advance of each fiscal year forFY 1994 and subsequent years 
(For FY 1993, FY 1991 will be used). 

MAP = MedicalAssistancepayments in the fiscalyearforwhich the DSP is 
being made. 

One or more payments shall be made for each year which, in  the aggregate, shall cover the 
entirefiscal year.DSHstatusandDSPdependsonDSHsprovidingnecessaryqualifying 
information t o  the Department on a timelybasis. DSP for anyfederal fiscal year are subject 
the DSH allotment setfor Maryland. 

DSP f o r  a hospitalwill not exceed limits established in accordance with section 1923 (g)  of  
the Social Security Act. 



. ...--. - additional 
L .  . . u u A - A d . , 5 :  payments ..,':A- be made 3s determined 1.1 3. above-~ 

. .
2. outofstate hospitals will be 5 disproportionate share 

adjustment as determined by the host state 

of~ 2 ', outof State hospitals designated as national referral centers f a r  . .  
m -7..-.. -experimental organ transplantwill ~e reimbursed the lesser of t h e  
meidcare 3RG rate, 70% of charges, o r  =he amount reimbursable by the h o s t  
State's title XIX Agency, for covered organ transplants. 

( 3 )  An Out-of-state nospita; which 1s reimbursed under a prospective
reimbursement netnodology using diagnosis related groups or undera cost 
related reimbursement methodology shall be reimbursed the lesser of i t s  
charges or the amountreimbursable by :he host State's Title XIX agency. 
There shall be no year-end cost settlement. 

(4) Reserved 




( 1) Physical  therap>- : 

( 4) 	 Be capableofsupply inglargequant i t ies  o f  blood :d 
on shor t  no t  I ce :  and  

( 5 )  	 For l i ve rt r ansp lan ta t ions ,havepe r fo rmed  a t  
l ea s ttwe lve  similar procedures i n  thepreceding 
twelvemonths; 

( 6 )  	 For hea r tandhea r t - lungt r ansp lan ta t ions ,  be a 
cur ren t lyapproved  Medicyare provider f o r  h e a r t  
t r a n s p l a n t a t i o n s .  

( b )  	 Out-of-State hospitals designated as  national r e f e r r a l  
c e n t e r s  fornon-experimental organ transplants vi11 be 
reimbursedthe l e s s e r  of  themedicare DRG r a t ?  I 70% o f  
cha rges .  or the amount reimbursable h>. the h o s t  S t a t e ' s  
T i t l e  SIX Agency, for  covered organ t r a n s p l a n t s .  

( 3 )  	 An o u t  o f  s t a t e  h o s p i t a l  which is reimbursedunder a prospectivereimbursement 
methodologyus ingdiagnos isre la tedgroupssha l l  be reimbursedthe lesser o f  I t s  
cha rges  o r  t he  amount reimbursable b?. t h eh o s ts t a t e ' sT i t l e  XIS agency  there 
s h a l l  be no year-end c o s ts e t t l e m e n t .  



( 6 )For each hospital not participating in the Title XVIII Program. the State \ \ i l l  apply the standards anti 

principles described in 42 CFR Part 482. 

( 7 )  Medicare standards and principles are modifiedto apply the limits established b), the Secreta? of 
Health and human Sen ices under 42 CFR 4 13.30. 

( X )  The State nil1 provide for a system to assure that claims by providers for reimbursement for inpatient 
hospital sen  ices meet requirements. 

( 9 )A hospital located in the District ofColumbia shall be paid a percentage ofcharges based on the result 
of  multiplying the following four factors, A-D. 

.4.Factor I is the report period cost-to-charge ratio. This factor, which is determined b> an 
analysis ofthe hospital's most recent cost report performedby the Maryland Medical Assistance Pro,(van1 
or its designee. establishes the cost-to-charge ratio for the hospital during the cost report period. 

H.  Factor 2 is the cost-to-charge projection ratio. This factor. which is determined by an analysis 
ofthe hospital's two mostrecentcostreportsperformed by the maryland Medical Assistance Pro: or 
its designee. projects the cost-to-charge ratiofrom the cost report period to the payment period. The a n n u a l  
rate of changeis applied from the mid-point of the report period used to develop Factor I to the mid-point 
o f  the prospecti\ e payment period. To reflect the accelerating pace ofcost-to-charge ratio decreases. 
Factor 2 shall n o t  be greater than 1.000. 

A = cost to charge ratio. date 1 

Factor2 = 1 
" ~ 

BIA) 
J R = cost to charge ratio. date 2 

c = of  days bet\\ between date 1 and date 2 
d = o f  days between date 2 and end of rate year 

Supersedes TU = 
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C .  Factor- 3 i s  t h ee f f i c i e n c y  and economy adjus tment .Thisfac tor  
r ep resen t sthef rac t ion  o f  t h e  h o s p i t a l ' s  c o s t s  which the  ELMAP f i n d s  t o  be 
e f f ic ien t lyandeconomica l lyincur red .In  making t h i sf i n d i n g ,t h e  mmap 
comparesthehospi ta l ' scostofprovidingcasetoprogramrecipients  
c l a s s i f i e d  i n t o  DRG/age ca t egor i e swi ththecos t s  ofprovid ingcareto  
i d e n t i c a l l yc l a s s i f i e d  program r e c i p i e n t si n  maryland h o s p i t a l s .I no r d e r  ro 
r e c o g n i z et h ep o s s i b i l i t yt h a tt h es e v e r i t yo fi l l n e s sw i t h i n  DRG/age 
c a t e g o r i e s  may beg rea t e rfo r  program r e c i p i e n t s  t r e a t e d  i n  D . C .  h o s p i t a l s  
thaninMarylandhospi ta l s ,the  EPL4P will a d j u s t  c o s t  d i f f e r e n c e s  f o r  p o s i t i v e  
DRG/aye ad jus t edleng th -o f - s t ay  (LOS) differencesbetweenthehospi ta landthe 
maryland LOS. For h o s p i t a l so t h e rt h a nt h en a t i o n a lR e h a b i l i t a t i o nh o s p i t a l  
the  M'LAP s h a l l  g i v e  80% c r e d i t  f o r  p o s i t i v e  LOS di f fe rencesbecausefor  DRGs 
o the rthan  4 6 2  (Rehabi l i ta t ion)thecostoflonger .  stay days i s  approsinlately 
30% of thecostofaveragedays.  For t hena t iona lRehab i l i t a t ionHosp i t a l ,  
the EPUP s h a l l  g i v e  100% c r e d i t  f o r  t h e  p o s i t i v e  LOS di f fe rencebecausein  DRG 
4 6 2  t h e  c o s t  of longer  s t ay  daysequalsthecostofanaverageday. 

Costs of D . C .  hosp i t a l susedinthe  abovecomparison are a d j u s t e d  t o  r e f l e c t  
l abor  marke t  d i f fe rences  be tween D . C .  hospi ta lsandmarylandhospi ta ls  as a 
r a t i o ,  b a s e d  upon ad jus tedinformat ion  as s u p p l i e d  i n  H o s p i t a l  S t a t i s t i c s  
issuedbytheAmericanHospitalAssociation as app l i ed  to  the  pe rcen tage  of 
D . C .  h o s p i t a lc o s t s  which a r el a b o re x p e n s e s  If cumulat iveinformation 
s t a r t i n g  from1989 a s  s u p p l i e d  i n  H o s p i t a l  S t a t i s t i c s  r e v e a l s  t h a t  t h e :  

Cumulative C . C .  l abo rcos t sinc reasepe rfu l lt ime  

equ iva len t  (FTE) is  greaterthanthecumulat ivemaryland 

l a b o r  c o s t  i n c r e a s e  p e r  FTE andthecumulativeMaryland 

l a b o r  c o s t  i n c r e a s e  p e r  FTE is  grea te rthanthecumula t ive  

increaseinAverageHourlyEarnings,HospitalWorkers 

(.WE)as repor t ed  by the Bureau of Labor S t a t i s t i c s ,  t h e n  

t h e  program will useinformation as s u p p l i e d  i n  t h e  1990­

1 9 9 1e d i t i o no fH o s p i t a l  S t a t i s t i c s ;  o s  i f ,  


Cumulative D . C .  l abo rcos tinc reasepe r  TTE is greater.  

thanthecumulat iveMarylandlaborcostincreaseper  FTE 

andthecumulative maryland labor c o s t  i n c r e a s e  p e r  FTE i s  

l essthanthecumula t iveincrease  in A H � ,  t henthe  1989 

data s u p p l i e d  i n  t h e  1930-1991 e d i t i o n  o f  H o s p i t a l  

S t a t i s t i c s  will beadjus tedtorecognizethepor t ion  of 

t h e  D . C .  i n c r e a s e  i n  l a b o r  c o s t  p e r  F I E  whichdoesnot 

exceedthecumulative XHE; o r  i f  


Cumulative D . C .  l abo rcos tinc reasepe r  FTE is  l e s st h a n  

thecumulat ivemarylandlaborcostincreaseper  FTE in any 

e d i t i o n  of H o s p i t a lS t a t i s t i c s ,t h e nt h el a b o rm a r k e t  

d i f f e r e n c e  s h a l l  bemeasuredusingthatcurrentissueof  

H o s p i t a l  S t a t i s t i c s .  


approvalDate aug 2 4  1993 
Effect iveDate 


